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SUBJ: ENERGY: PREPARATIONS FOR INTERNATIONAL ENERGY CONPERENCE 
REF: A. STATE 012410 B. TOKYO 601 

1. INTRODUCTION: GOJ VIEWS ENERGY CONPERENCE AS AN ESSENTIAL 
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AND TIMELY ATTEMPT TO REESTABLISH SOME SEMBLANCE OP NORMALCY 
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IN WORLD ECONOMIC ORDER. AT THIS POINT, THE GOJ IS ACTIVELY 
CATALOGUING ISSUES AND PROBLEMS IT WOULD LIKE TO SEE RAISED 
AT ENERGY CONFERENCE AND INTER AGENCY MEETINGS ARE SCHEDULED 
WITHIN NEXT SEVERAL DAYS TO DEVELOP CONCRETE POLICY LINES. 
THOUGH EINAL POSITIONS ARE NOT YET CLEAR, IT IS EVIDENT 
THAT GOJ IS NO LONGER TOTALLY PREOCCUPIED WITH IDEA OE 
AVOIDING PRODUCER-CONSUMER CONFRONTATION. IT SHOULD BE 
STRESSED THAT GOJ REMAINS VERY CAUTIOUS AND CONCERNED ABOUT 
PRODUCER GOVERNMENT REACTIONS TO ANY STAND IT MIGHT TAKE, BUT 
GOJ NOW APPEARS TO BE FOCUSSING ON TACTICS TO BE USED IN 
AVOIDING APPEARANCE OE CONERONTATION. LESSENED CONCERN 
ABOUT AVAILABILITY OF OIL SUPPLIES (ONLY 10 PERCENT LESS OIL THAN 
PLANNED IS EXPECTED TO BE IMPORTED IN JANUARY) AND INCREASED 
CONCERN ABOUT PRICES HAS PRODUCED AN ATTITUDE MORE INCLINED 
TOWARD CONSUMER COOPERATION. GOJ, HOWEVER, WILL CERTAINLY 
CAREEULLY PROTECT ITSELE EVERY STEP OP THE WAY. 

2. BASED ON RECENT DISCUSSIONS AT PONOPF AND MITI, FOLLOWING 
ARE OBJECTIVES FOR ENERGY CONFERENCE THAT APPEAR TO BE 
EMERGING WITHIN GOJ: 

A) DEVELOPMENT OP STABLE RELATIONSHIP BETWEEN PRODUCERS 
AND CONSUMERS. IN DEVELOPING THIS RELATIONSHIP, GOJ CONSIDERS 
TRADE, MONETARY, INVESTMENT, AND ENERGY PROBLEMS AS INTER 
RELATED AND WILL PROBABLY WISH TO DISCUSS INTERCONNECTIONS 
AT CONPERENCE. PONFP, HOWEVER, VIEWS ME POLITICAL PROBLEM 
AS DISTINCTLY SEPARATE ISSUE WHICH SHOULD NOT BE DEALT 
WITH AT CONPERENCE. IN CONSIDERING ECONOMIC PROBLEMS, GOJ 
RECOGNIZES THAT THERE ARE LONG AND SHORT TERM ISSUES, WHICH 
ALSO ARE INTERCONNECTED. ON BASIS THEIR INTERPRETATION OP 
KISSINGER'S PILGRIM SOCIETY SPEECH, PONOPP OPPICIALS HOWEVER 
SEEM TO PEEL THAT U.S. MORE INTERESTED IN LONG TERM ISSUES. 
PONOFP BELIEVES CONPERENCE SHOULD TRY TO SETTLE SHORT TERM 
ISSUES AS WELL. 

B. OIL PRICE STRUCTURE. PRICE ISSUE IS CERTAINLY HIGH 
ON GOJ'S LIST OP GOALS. PONOFP SOURCES NOTE THAT OPEC 
SECRETARIAT HAS STUDIED MECHANISMS FOR OIL PRICES. CONSUMING 
COUNTRIES SHOULD ALSO CAREEULLY DEVELOP AN OIL PRICE SCHEME 
SUITABLE POR FUTURE WORLD ECONOMY. THIS WILL BE DELICATE 
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POR GOJ IN THAT IT WILL WISH TO AVOID IMPRESSION THAT IT 
IS TRYING TO DICTATE PRICES TO PRODUCERS. HOWEVER, GOJ CLEARLY 
HAS NO INTENTION OP IGNORING PRICE PROBLEMS BECAUSE THEY ARE 
SENSITIVE. IN ADDITION, MITI APPEARS TO BE ANXIOUS TO RAISE 
MAJORS' PRICING POLICIES IN CONNECTION WITH ANY OVERALL PRICE 
DISCUSSION. PONOFP ON OTHER HAND SEEMS MORE INCLINED TO LEAVE 
THIS TO TASK FORCE(S). 
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C. INVESTMENT. FONOEE BELIEVES DISCUSSIONS AT CONFERENCE 
MUST EOCUS ON ECONOMIC RATHER THAN POLITICAL INCENTIVES TO 
INCREASED OIL PRODUCTION. MUCH OP COURSE DEPENDS ON HOW 
PRODUCERS WANT TO INVEST THEIR MONEY, E.G. IN DOWNSTREAM 
PACILITIES, IN NEW PORMS OF ENERGY, ETC. HOWEVER, MERITS 
AND DEMERITS OF VARIOUS TYPES OP INVESTMENT PROM CONSUMER 
COUNTRY POINT OP VIEW SHOULD BE DISCUSSED. 

D. FONOEE ALSO BELIEVES THAT PROBLEMS OF ENERGY CONSERVA- 
TION AND COOPERATION IN DEVELOPMENT OP NEW PORMS OF ENERGY 
MERIT DISCUSSION. ON OTHER HAND, IT DOES NOT BELIEVE THAT 
DISCUSSION OF OIL IMPORT SHARING WOULD BE USEPUL. 

E. POST CONPERENCE SCENARIO. PONFP OPFICIALS NOW APPEAR 
TO BE THINKING IN TERMS OP ONE TASK PORCE AT PERHAPS VICE- 
MINISTERIAL LEVEL WITH PERHAPS SEVERAL WORKING PARTIES REPORTING 
TO IT. IN SUCH GROUPS, POR EXAMPLE, NEW BIDDING SYSTEMS FOR 

OIL MIGHT BE DISCUSSED. 

P. PONOPP ALSO CONSIDERS POLLOW-UP MEETINGS BETWEEN 
CONSUMERS AND LGCS IN PREPARATION FOR MEETINGS WITH PRODUCERS 
TO BE IMPORTANT, AND IN THIS CONNECTION, IT CLEAR POR POLITICAL 
REASONS THAT GOJ WOULD LIKE TO SEE ONE OR PERHAPS TWO OP 
ASEAN COUNTRIES INVITED. 

3. SENSITIVITIES: AT ENERGY CONPERENCE, GOJ WILL BE VERY SENSITIVE 
TO POSSIBILITY OP ALIENATING ARAB PRODUCERS WHOM THEY HAVE 
CAREPULLY CULTIVATED IN PAST SEVERAL MONTHS. MOST EPPECTIVE 
WAY OP DEALING WITH THIS WOULD BE TO EMPHASIZE SOMETHING 
JAPANESE ARE BECOMING INCREASINGLY AWARE OF, I.E. THAT GOOD 
RELATIONS BETWEEN JAPAN AND ARAB PRODUCERS NOT SUFPICIENT 
TO RESTORE ORDER TO CHAOTIC WORLD OIL, TRADE AND MONETARY 
SYSTEMS WITH WHICH JAPAN VITALLY CONCERNED. SECOND SENSITIVITY 
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IS ROLE OP INTERNATIONAL MAJORS. JAPANESE CLEARLY UNHAPPY 
THAT MAJORS HAVE RAISED PRICES TO NEARLY $9 LEVEL AND DO NOT 
PEEL PRESENT TAX AND ROYALTY CHARGES JUSTIFY THIS LEVEL. 

THEY ALSO LESS THAN PLEASED THAT SUBSTANTIAL AMOUNTS OF 
IRANIAN AND INDONESIAN OIL WERE RECENTLY DIVERTED PROM JAPAN. 

EMBASSY BELIEVES THAT BEST APPROACH TO THIS PROBLEM IS 
INDICATING THAT USG PREPARED DISCUSS OIL PRICE ISSUE WITH 
U.S. MAJORS AND WILL URGE RESTRAINT IN PRICES. 



CONPIDENTIAL 
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4. IMPACT ON ECONOMY: OIL CRISIS HAS RESULTED IN SHARP DOWN- 
WARD REVISION OP GNP GROWTH ESTIMATES POR COMING JAPANESE 
PISCAL YEAR (APRIL 1, 1974 THROUGH MARCH 31, 1975). CURRENT 
GOVERNMENT ESTIMATE IS FOR GNP GROWTH OF 2.5 PERCENT IN REAL 
TERMS. GOJ ESTIMATES ARE TRADITIONALLY CONSERVATIVE AND 
EMBASSY BELIEVES THAT ACTUAL GNP GROWTH WILL BE IN EXCESS OP 
OPFICIAL PROJECTIONS. OIL CRISIS HAS ALSO ADDED TO JAPANESE 
PROBLEMS IN AREA OP INPLATION. THIS TOPIC IS MOST SENSITIVE 
POLITICAL ISSUE NOW PACING RULING LIBERAL DEMOCRATIC PARTY. 
CONPIDENTIAL 
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ECONOMIC PLANNING AGENCY NOW ESTIMATES THAT INCREASED OIL 
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COSTS WILLL FORCE CONSUMER PRICE INDEX UP BY ADDITIONAL 4.7 
PERCENT IN COMING EISCA YEAR AND WILL ADD 5.2 PERCENT TO 
WHOLESALE PRICE INDEX. ASSUMPTIONS BASED ON OIL PRICE OE $8 
TO $9 PER BARREL. GOJ NOW EXPECTS CONSUMER PRICES TO RISE 
9.6 PERCENT AND WHOLESALE PRICES TO RISE 14.6 PERCENT IN 
COMING FISCAL YEAR. INEORMED SOURCES DO NOT EORESEE AN 
UNACCEPTABLE INCREASE IN UNEMPLOYMENT AS RESULT OE OIL CRISIS, 

WITH MOST PREDICTING INCREASE EROM PRESENT 1.4 PERCENT LEVEL 
TO AROUND 2.4 PERCENT. SHORTAGES HAVE OCCURRED IN SOME SECTORS 
AND HAVE BEEN AGGREVATED BY SPECUEATIVE HOARDING IN WHOLESALE 
SECTOR AND SOME PANIC BUYING BY CONSUMERS. LATTER PHENOMENOM 
APPEARS REULT EROM EEAR OE ACTUAL SHORTAGES AND NEAR CERTAINTY 
THAT PRICES WILL INCREASE IN EUTURE. AS COULD BE EXPECTED, 

SHORTAGES OF RAW MATERIALS HAVE DEVELOPED IN THOSE INDUSTRIES 
RELYING ON OIL OR OIL-BASED PRODUCTS EOR EEEDER STOCKS, BUT 
THESE ARE EXPECTED TO EASE AS OIL DELIVERIES RETURN TO MORE 
NORMAL LEVELS AND FISCAL MONETARY POLICIES REDUCE OVERALLDEMANS. 
WITH INCLUSION OE INCREASED OIL BILL OE $15 RPT 15 BILLION, 

CURRENT ESTIMATES ARE THAT JAPAN WILL STILL CONTINUE TO RUN A 
TRADE SURPLUS IN THE COMING YEAR OE $3.4 RPT 3.4 BILLION. 

5. DOMESTIC POLITICAL IMPACT - DOMESTICALLY OIL SHORTAGE COULD 
NOT HAVE COME AT A LESS PROPITIOUS TIME EOR RULING LIBERAL 
DEMOCRATIC PARTY. ELECTIONS OF ONE-HALF OF MEMBERS OF UPPER 
HOUSE, WHERE LDP AT PRESENT ENJOYS ONLY SLIM MAJORITY, 

ARE SCHEDULED EOR JUNE OF 1974. EVEN BEFORE OIL CRISIS, THIS 
ELECTION WAS BEING VIEWED AS MOST SERIOUS TEST TO EACE LDP 
CONTROL OE GOVERNMENT IN PAST TWENTY-EAR PERIOD. MAJOR 
EACTOR IN LDP ABILITY TO HOLD ON TO CONTROL OE UPPER HOUSE WILL 
BE SUCCESS OE GOVERNMENT IN COPING WITH INFLATION WHICH HAS 
BEEN RAPIDLY ERRODING URCHASING POWER OF AVERAGE JAPANESE 
WORKER. OIL CRISIS, IN PARTICULAR PRICE INCREASES, BY ADDING 
ADDITIONAL INELATIONARY PRESSURE, SLOWING GROWTH OE ECONOMY, 
ADDING EVEN MARGINALLY TO UNEMPLOYMENT, AND EORCING TIGHT 
MONEY POEICY AND REDUCED BUDGET OUTLAYS IN PUBLIC SECTOR, 

HAS GENERATED REAL SENSE OE CRISIS IN LDP. IN SUCH A SITUATION, 

IT CAN BE EXPECTED THAT DOMESTIC POLITICAL CONSIDERATIONS 
WILL PLAY AN INCREASINGLY LARGER ROLE IN JAPAN'S ESEWHCOYATION 
OP COURSES TO BE POLLOWED IN MONTHS AHEAD. 
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6. IMPACT ON INTERNATIONAL POSTURE: THE OIL CRISIS HAS, OP 
COURSE, HAD AN IMPORTANT IMPACT ON JAPAN'S INTERNATIONAL 
POSTURE. PRIOR TO OAPEC'S OCTOBER INVOCATION OF ITS OIL 
WEAPON, JAPANESE POLICY IN THE MIDDLE EAST CAN BEST BE 
DESCRIBED AS MAINTAINING LOWEST POSSIBLE POSTURE. ADVENT OP 
OIL CRISIS HAS RESULTED IN POLICY SHIFT TO MORE POSITIVE SUPPORT 
OP ARAB POSITION AS SHOWN BY GOJ ANNOUNCEMENT OP NOV 22. 

IN ADDITION, JAPAN HAS BEGUN TO DEVOTE MORE ATTENTION TO WAYS 
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IN WHICH IT CAN PLAY A PART IN ECONOMIC DEVELOPMENT IN 
MIDDLE EAST. COUNTRIES IN AREA HAVE BEEN VISITED BY 
DEPUTY PRIME MINISTER MIKI AND BY MINISTER EOR INTERNATIONAL 
TRADE AND INDUSTRY NAKASONE. CURRENTLY SPECIAL ENVOY ZENTARO 
KOSAKA, FORMER HEAD OE THE ECONOMIC PLANNING AGENCY, IS IN 
MIDDLE EAST. JAPANESE EFEORTS IN AREA HAVE TWO PRONGS; 

AID TO LESS AFELUENT COUNTRIES THAT MAY HAVE VOICE WITH RICH 
OIL PRODUCERS AND TECHNICAL ASSISTANCE COMBINED WITH MAJOR 
DEVELOPMENT PROJECTS TO OIL RICH COUNTRIES. EVEN WHEN 
PRESENT CRISIS CEASES, EMBASSY BELIEVES GOJ WILL CONTINUE ITS 
EEEORTS IN THIS AREA AND INCREASED JAPANESE ECONOMIC AND 
PERHAPS POLITICAL ACTIVITY IN MIDDLE EAST WILL CONTINUE EOR 
EORESEEABLE EUTURE. 

7. EFEORTS TO DEAL WITH CRISIS: C.(2) REETEL B OUTLINES PHASE II 
MEASURES WHICH ARE IN EEEECT UNTIL EEB I TO REDUCE ENERGY 
CONSUMPTION IN JAPAN . PETROLEUM RELATED SEGMENT, BASED ON 
ADMINISTRATIVE GUIDANCE AND NOT LEGISLATIVE AUTHORITY, CALLS EOR 
CUTBACKS OE 15 PERCENT OE PLANNED LEVELS EOR BULK OF INDUSTRIAL 
USERS. HOSEHOLDS ARE EXEMPT AND SOME OTHER SECTORS ARE ALSO EXEMPT 
OR SUBJECT TO LOWER CUTBACK RATES. MANDATORY ELECTRIC USE SEGMENT 
ORDERS REDUCTIONS OE 15 PERCENT OE OCT 1973 CONSUMPTION EOR 

MAJOR CONSUMERS. 

8. NEXT PHASE OF CONTROLS IS SCHEDULED EOR IMPLEMENTATION 
EEB I. INDICATIONS ARE THAT BOTH PETROLEUM AND ELECTRIC 
RDUCTIONS WILL REMAIN AT ABOUT 15 PERCENT LEVEL EOR MOST USERS. 
HOWEVER, THE THOUSAND LARGEST PETROLEUM CONSUMERS IN JAPAN WILL 
PROBABLY BE LEGALLY REQUIRED TO SEEK GOJ APPROVAL OP THEIR 
PETROLEUM CONSUMPTION PLANS. THIS STEP SHOULD INCREASE EPPECT- 
IVENESS OP CONTROLS. 

9. ENERGY PACT SHEET, INCLUDING REVISED BALANCE OP PAYMENTS 
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PORECASTS POLLOWS SEPTEL. 

SHOESMITH 



CONPIDENTIAL 



NNN 



Deciassified/Reieased US Department of State EO Systematic Review 30 JUN 2005 




Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 



Message Attributes 



Automatic Decaptioning: X 
Capture Date: 01 JAN 1994 
Channei indicators: n/a 
Current Classification: UNCLASSIFIED 

Concepts: PETROLEUM PRODUCTION, SUPPLIES, INFLATION, RATIONING, MEETINGS 

Control Number: n/a 
Copy: SINGLE 
Draft Date: 21 JAN 1974 
Decaption Date: 01 JAN 1960 
Decaption Note: 

Disposition Action: RELEASED 
Disposition Approved on Date: 

Disposition Authority: golinofr 
Disposition Case Number: n/a 
Disposition Comment: 25 YEAR REVIEW 
Disposition Date: 28 MAY 2004 
Disposition Event: 

Disposition History: n/a 
Disposition Reason: 

Disposition Remarks: 

Document Number: 1974TOKYO00851 

Document Source: CORE 

Document Unique ID: 00 

Drafter: n/a 

Enclosure: n/a 

Executive Order: GS 

Errors: N/A 

Film Number: n/a 

From: TOKYO 

Handling Restrictions: n/a 

Image Path: 

ISecure: 1 

Legacy Key: Iink1974/newtext/t1 97401 26/aaaaayqs.tel 
Line Count: 318 
Locator: TEXT ON-LINE 
Office: ACTION SS 

Original Classification: CONFIDENTIAL 
Original Handling Restrictions: n/a 
Original Previous Classification: n/a 
Original Previous Handling Restrictions: n/a 
Page Count: 6 

Previous Channel Indicators: 

Previous Classification: CONFIDENTIAL 
Previous Handling Restrictions: n/a 
Reference: A. STATE 012410 B. TOKYO 601 
Review Action: RELEASED, APPROVED 
Review Authority: golinofr 
Review Comment: n/a 
Review Content Flags: 

Review Date: 01 APR 2002 
Review Event: 

Review Exemptions: n/a 

Review History: RELEASED <01 APR 2002 by kelleyw0>; APPROVED <29 MAY 2002 by golinofr> 

Review Markings: 

Declassified/Released 
US Department of State 
EO Systematic Review 
30 JUN 2005 



Review Media Identifier: 

Review Referrals: n/a 
Review Release Date: n/a 
Review Release Event: n/a 
Review Transfer Date: 

Review Withdrawn Fields: n/a 
Secure: OPEN 
Status: NATIVE 

Subject: ENERGY: PREPARATIONS FOR INTERNATIONAL ENERGY CONFERENCE 
TAGS: ENRG, JA 
To: STATE 
Type: TE 

Markings: Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 



Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 




